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IRS Says Offshore Effort Tops $5 Billion, 
Announces New Details on the Voluntary Disclosure 
Program and Closing of Offshore Loophole 

1R-2012-94, June 26, 2012 

WASHINGTON — The Internal Revenue Service today announced lhal ft* offshore voluntary 
tfi edosure programs have exceeded the $5 billion mark and released new details regarding the 
voluntary djtdoaure program announced In January, Including tightening the elfglblfiy requirements. 

*We continue to make strong progress in our International compliance efforts that help ensure honest 
taxpayers are not fooling the bill forthoss hiding assets offshore," said IRS Commissioner Doug 
Shutman, "Peopls are finding it tougher and tougher to keep (heir assets hidden In offshore 
accounts," 

: Shulmen said the IRS offshore voluntary disclosure programs have so far resulted in the collection of 
more than $5 bBfon in back taxes, interest and penalties from 33,oao voluntary dlsciosures made 
under the first two programs. In addition, another 1,500 disclosures have been made under the new 
program announced In January. 

The voluntary disclosure programs are part of a wider effort by the IRS to stop offshore lax evasion 
and ensure tax compliance. This includes beefed up enforcement criminal prosecution and 
fmplemenrafon of Iftlnd-party reporting through the Foreign Account Tax Compliance Act f FATCfl) . 

The IRS also dosed a foophofe that's been used by soma taxpayers with offshore accounts. Under 
existing law, If a taxpayer challenges in a foreign court the disclosure or tax information by that 
government, the taxpayer is required to notify the U.S. Justice Department of the appeal. 

The IRS sard (hat if Ihe taxpayer fails to comply wJth this law and does not noffry the US. Justice 
Department of the foreign appeal, the taxpayer will no longer be eligible for the Offshore Voluntary 
Disclosure Program { OVOPV The iRS also put taxpayers on notice that their eligibility for OVDP 
could be terminated once the U.S. government has taken action in connection with their specific 
flnand&i Institution 

Additional details of these eligibility Issues are available In a new set of questions and answers' 
released today on the current OVDP, which was announced In January f see 1R-2012-6) . The IRS 
reopened the OVDP following continued strong interest from taxpayers and fax practitioners after the 
closure of the 2011 and 2009 programs. 

This program - which helps bring people hack into the lax system - will be open for an indefinite 
period until otherwise announced. The program is similar to the 201 1 program in many ways, but 
with a few key differences. Unlike last year, there is no set deadline for people to apply. However, 
the terms of the program could change at any time going forward. 

Under the current OVDP, the offshore penalty has been raised to 27,5 percent from 25 percent In the 
2011 program. The reduced penalty categories of 5 percent end 12.5 percent are stlli available, 

The IRS also announced a pfan to help U.S. citizens residing overseas to catch up with tax fifing 
obligations and assistance for people with foreign retirement plan Issues, See JR-2Q12-65 for more. 
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S^News Release 

Media Relations Office Washington, ac. Media Contact; 202,622,4000 

wwwJRS.gov/newsroQm Public Contact: 800,829.1040 

IRS Offshore Programs Produce $4,4 Billion to Date for Nation's Taxpayers; 
Offshore Voluntary Disclosure Program Reopens 

IR-2012-5, Jan. 9, 2012 

WASHINGTON — The Internal Revenue Service today reopened the offshore voluntary disclosure 
program to help people hiding offshore accounts get current with their taxes and announced the 
collection of more than $4.4 billion so far from the two previous international programs. 

The IRS reopened the Offshore Voluntary Disclosure Program (OVDP) following continued strong 
interest from taxpayers and tax practitioners after the closure of the 201 1 and 2009 programs. The 
third offshore program comes as the IRS continues working on a wide range of international tax 
fssues and follows ongoing efforts with the Justice Department to pursue criminal prosecution of 
international tax evasion. This program will be open for an Indefinite period until otherwise 
announced. 




"Our focus on offshore tax evasion continues to produce strong, substantial results for the nation's 
taxpayers," said IRS Commissioner Doug Shulman. "We have biliions of dollars in hand from our 
previous efforts, and we have more people wanting to come in and get right with the government 
This new program makes good sense for taxpayers still hiding assets overseas and for the 
nation's tax system." 

The program is similar to the 201 1 program in many ways, but with a few key differences. Unlike 
last year, there is no set deadline for people to apply* However, the terms of the program could 
change at any time going forward. For example, the IRS may increase penalties in the program for 
all or some taxpayers or defined classes of taxpayers - or decide to end the program entirely at 
any point. 

"As we've said all along, people need to come in and get right with us before we find you," 
Shulman said. "We are following more leads and the risk for people who do not come in continues 
to increase." 

The third offshore effort comes as Shulman also announced today the IRS has collected $3.4 
billion so far from people who participated in the 2009 offshore program, reflecting closures of 
about 95 percent of the cases from the 2009 program. On top of that, the IRS has collected an 
additional $1 billion from up front payments required under the 2011 program. That number will 
grow as the IRS processes the 201 1 cases. 
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In all, the IRS has seen 33,000 voluntary disclosures from the 2009 and 201 1 offshore initiatives. 
Since the 201 1 program closed last September, hundreds of taxpayers have come forward to 
make voluntary disclosures. Those who have come in since the 201 1 program closed last year will 
be able to be treated under the provisions of the new OVDP program. 

The overall penalty structure for the new program Is the same for 2011, except for taxpayers in the 
highest penalty category. 

For the new program, the penalty framework requires individuals to pay a penalty of 27.5 percent 
of the highest aggregate balance in foreign bank accounts/entitles or value of foreign assets 
during the eight full tax years prior to the disclosure. That Is up from 25 percent in the 201 1 
program. Some taxpayers will be eligible for 5 or 12,5 percent penalties; these remain the same in 
the new program as in 2011 

Participants must file all original and amended tax returns and include payment for back-taxes and 
interest for up to eight years as well as paying accuracy-related and/or delinquency penalties. 

Participants face a 27.5 percent penalty, but taxpayers in limited situations can qualify for a 5 
percent penalty. Smaller offshore accounts will face a 12.5 percent penalty. People whose 
offshore accounts or assets did not surpass $75,000 in any calendar year covered by the new 
OVDP will qualify for this lower rate. As under the prior programs, taxpayers who feel that the 
penalty is disproportionate may opt instead to be examined. 

The IRS recognizes that its success in offshore enforcement and in the disclosure programs has 
raised awareness related to tax filing obligations. This includes awareness by dual citizens and 
others who may be delinquent in filing, but owe no U.S. tax. The IRS is currently developing 
procedures by which these taxpayers may come into compliance with U.S. tax law. The IRS is 
also committed to educating ail taxpayers so that they understand their U.S. tax responsibilities. 

More details will be available within the next month on IRS.gov. In addition, the IRS will be 
updating key Frequently Asked Questions and providing additional specifics on the offshore 
program. 
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IRS Commissioner Doug Shulman's 

Statement on the 2011 Offshore Voluntary Disclosure 

Initiative 

Feb. 6,2011 

Today, we are announcing the details of a new voluntary disclosure program that's designed to get 
people hiding assets offshore back into the U.S. fax system. 

Aa we coiTlfnue to amass more Information and pursue more people Internationally, the risk to 
individuals hiding assets offshore la clearly increasing. This new effort gives those hiding money in 
foreign accounts a lough, fair way to resolve their tax problems - once and for all. It gives people a 
chance to come in before we find them. 

Some people may wonder why we're offering another voluntary disclosure program after we ended 
the last one En October 2009, Let me explain why. Our primary goal is to have fono>1erm voluntary 
compliance with our nation's tax laws. We owe that to the honest Americans who pay their taxes 
every year, After our last program cfosed in October 2008, we have continued to sea interest from 
people looking for a way to get back into the tax system- 

In our 2009 program, we had 15,000 disclosures from around the world. Since the program ended, 
we've had more Irian 3^000 taxpayers come in through our 'regular 1 voluntary disclosure program. 
And we belfeve there are more people out there who will come in if we provide certainty with regard 
to iheir treatment. 

So we are opening up a new program. This one is called the 201 1 Offshore Voluntary Disclosure 
Initiative, or our shorthand Is "OVDI. M 

The new Initiative differs in critical ways from the 2009 program. We laarned a lot from our Fast effort, 
and we are incorporating this learning into the 201 1 initiative. 

Before ! outline the basic structure of the initiative, let me make clear that people who waited out the 
2009 Initiative will not be rewarded for wafting. Make no mistake, (his program contains a tough set 
of guidelines. 

Let me outline the key terms of the initjerJve: 

First, participants must pay back-taxes and interest tor up to eight years. And they have to pay 
accuracy-related end / or delinquency penaitres. 

tn addition to bacjefaxes, interest, and regular penalties; the new penalty framework also generally 
requires people to pay a penalty of 25 percent of the amount in theforeign bank accounts. That 
penalty applies lo the year with the highest aggregate account balance between 2003 and 2010. For 
comparison, the highest penally rate in the 2009 program was set at 20 percent, and the new 
initiative Is set at 26 percent. 

Simitar to the 2009 initiative, taxpayers can qualify for a 5 percent of account balance penalty in 
limited situations. 

For the 2011 Initiative, there's also a new penalty category of 12.6 percent for smaller offshore 
accounts. People whose accounts or assets were under $75,000 will qualify for this tower rate. 

For those hiding assets offshore, there is an obvious reason to come in now. if we find you, you face 
harsher penalties and the possibility of jail time. If you come in voluntarily, you pay a steep price, but 
avoid going to jail. 

And I ofTer a word of advice to precraatinatore. The deadline ferthls program is Aug. 31. But the 
deadline means a different thing for the 2011 initiative than it did forthe 200» imitative. You will need 
to provide all of your paperwork by Aug. 31. You can't have a sudden revelalion on the morning of 
Aug. 31 and Jump Into this program In the final hours. 

The Aug. 31 deadline means that you need to have filed everything by then. You need your lax 
returns, your paperwork - and yau need to write a check by that time to the U.S, Treasury. So 
people should start now - not In August. 

We have been getting better and better at detecting, offshore accourtts-theretbre the risk of being 
caught is Increasing We now have a number of other banks under investigation, based on 
information we received from our first round of disclosures and from other sources. Tax secrecy 
continues to erode. And starting In a couple of years, new laws will come into affect that wjfl give us 
more information than ever on offshore holdings. As I've made clear throughout my tenure as IRS 
Commissioner, we are not letting up on pursuing offshore tax evasion, and theres going to continue 
to be more fn the works. 

For those hiding cash or assets offshore, the time to come In Is now. The risk of being caught will 
only Increase, 
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HODCEN LAW 

INTERNATIONAL TAX 

Archive for Tax bureaucracy' 

If by "entice" you mean "submit and be 
assimilated" then yes 

by Phfl Hodoen on January 24th, 2Q1 1 
We know it is coming. A new amnesty. 

(Aside. The IRS people aren't supposed to use the word "amnesty" in describing the Offshore 
Voluntary Disclosure Program. Just like they're not allowed to use the words "tax protestor.") 

In the Jan. 24, 201 1 edition of Tax Notes Today, 201 1 TNT 1 5-1, there is a report from the ABA 
Tax Section meeting in Florida. 

Steven Miller, IRS deputy commissioner for services and enforcement, gave what are called 
"wide-ranging luncheon remarks." FTFA: 

The IRS is close to announcing the details of a follow-up initiative to entice more taxpayers with 
unreported offshore accounts to voluntarily disclose them to the IRS, Steven Miller, IRS deputy 
commissioner for services and enforcement, said January 21. 

Miller said the new offshore disclosure initiative will not offer terms as generous as those 
available to taxpayers who participated in the special offshore disclosure program established in 
2009, but the structure will be somewhat similar. The IRS intends to use the lessons learned in 
processing the first batch of offshore cases to guide its new approach, which will include greater 
centralization, he said. 

Significantly, the IRS will allow taxpayers who have made voluntary disclosures since the last 
special program ended to avail themselves of the terms in the new initiative, Miller said. The 
IRS r s belief in allowing taxpayers to make voluntary disclosures should be read in the context of 
the agency's continued enforcement efforts, he said. The possibility of a second offshore 
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vofuntaiy disclosure program was first raised by iRS Commissioner Douglas Shulman in 
December. 

The IRS received about 1 5,000 disclosures during the first offshore voluntary compliance 
program, Miller noted. Since the program expired in October 2009, the agency has received 
about 3,000 more. Most of the cases have involved previously unpaid taxes, with the average 
being around $200,000 per case, he said. 



